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I PURPGCSE

This Instruction is:

A An index to policies and procedures relating to Child Nutrition
SAE funds.

B Intended for use by the FNS and SA officials.

C Divided into several sections covering the SAE funds process,

al | owabl e costs, SFR, special funding issues, and references in other
sour ces.

VWil e sone policies are set forth in this Instruction, the primary purpose is to
gui de the user to the appropriate source or docunent for nore information This
approach was selected to prevent duplication of policies and procedures already
firmy established and described in other sources (e.g., programregul ations,

| egi sl ation, or guidance), and to create a conprehensive, but not unw el dy,
Instruction covering SAE issues. SA's should consult their respective FNSRO s
when questions arise or if they need copies of any of the naterials cited for
further reference.

Il AUTHORI TY

A Legislation. Section 7 of the CNA requires that the USDA nake
funds available to the States for their administrative costs incurred in
connection with the NSLP, SBP, SMP, and CCFP. States are also authorized to
use SAE funds all ocated to themurger this section for costs incurred in
admi ni stering the FDP. This legislation prescribes fornulas for use by USDA
in allocating SAE funds to States.

B Regul ati ons.

1 7 CFR Part 235 sets forth regulations to inplenent Section
7 of the CNA
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2 7 CFR Part 3015 sets forth Departnent-w de policies and
standards for adm nistration of grants and cooperative agreenments, and
i mpl enents OMB Circul ars A-102 (Revised), A-110, and A-128, which supersedes
Attachment P of OMB Circular A-102 (Revised).

C Circul ars.

1 OMB Circul ar A-102 (Revised) prescribes administrative
requi renments including application procedures and financial reporting
i nstructions, which SA's nmust nmeet as a condition of receiving SAE funds.

2 OMB Circular A-87 (Revised) prescribes criteria for
determ ning which items of cost incurred by grantees may be charged to their
Federal grants.

111 ABBREVI ATl ONS

ADP - Automated Data Processing

CCFP - Child Care Food Program

CFR- Code of Federal Regul ations

CNA - Child Nutrition Act of 1966, as anended
CND - Child Nutrition Division

FDP - Food Distribution Program

FNS - Food and Nutrition Service

FNSRO - Food and Nutrition Service Regional Ofice
GAD - Gant Award Docunent

LOC - Letter of Credit

ME - Managenent Eval uation

NETP - Nutrition Education and Training Program
NSLP - National School Lunch Program

OMB - Ofice of Managenent and Budget

SA - State Agency

SAE - State Adm nistrative Expense

SBP - School Breakfast Program

SF - Standard Form

SFR- State Fundi ng Requi renment (Maintenance of Effort)
SFSP - Summer Food Service Program

SMP- Special MIk

US - United States

USDA - United States Department of Agriculture

IV FORVS

FNS- 495, Grant Award Document

FNS- 525, State Administrative Expense Funds Real | ocati on Report
SF-269, Financial Status Report

SF-1193A, Letter of Credit
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\Y DEFI NI TI ONS

A Admi ni strative cost neans a State-level item of cost chargeabl e
to the organi zati on, managenent, mnonitoring, technical assistance, or policy
i mpl enentation functions of a child nutrition program in contrast to costs
incurred in the actual delivery of programbenefits to eligible persons. Such
itenms include salaries, fringe benefits, supplies, travel, ADP equi pment or
services, and indirect costs.

B Approved plan amount neans the SA's actual fundi ng needs, not
including State funds, as identified in an SA's SAE Plan, i.e., the amount of
SAE approved in the SAE Plan; This anmount nmay be | ess than, but can never be
greater than the authorized funding | evel.

C Aut hori zed funding | evel means the total anpunt of SAE funds
avail abl e
to an SA for obligation and expenditure during a given fiscal year, i.e., the

SA's SAE fornula allocation for that year plus the carryover fromthe
previous fiscal year. The amount of these funds to which the SA has access
through its LOC is determ ned by the approved plan anmount. The authorized
funding I evel may change during the fiscal year to reflect better carryover
estimates, or other changes in funding levels, e.g., transfers of SAE funds
between SA's, reallocation results, or start-up funds.

D Carryover (State), for the purpose of this Instruction, neans SAE
funds which are not obligated by Septenber 30 of the first year of the SAE
grant and are thus available for State obligation and expenditure during the
second year of the SAE grant. The carryover anpunt is determ ned using
i nformati on reported on the fourth quarter SF-269. If the fourth quarter SF-
269 is not accurately conpl eted based on instructions provided by the FNSRO
revisions to the fourth quarter report may be necessary. Mre informtion
about how the carryover is calculated is found i n the SAE Managenent System
gui dance.

E Child nutrition prograns neans the NSLP, SBP, SMP, CCFP, and

SFSP.

F Di stributing agency neans the agency within a State which is
responsi ble for the administration of the FDP in schools when this function
is not the responsibility of the State educati onal agency.

G Fi scal year nmeans the Federal fiscal year, i.e., the period of 12
cal endar nont hs begi nning October 1 of each cal endar year and ending
Septenber 30 of the foll owi ng cal endar year

H Grant award docunent is a docunent (Form FNS-495) which, anong
ot her el enents, specifies the current grant authority and establishes the
Federal obligations and spending limt of the grant. The GAD al so identifies
the estimated annual grant and references any conditions placed upon access
to these funds through the LOC. A GAD is prepared by the FNSRO for each SA
whi ch receives
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SAE funds. Refer to section VI D, below, and FNS Instruction 407-3, G ant
Award Process, for nore detail on GAD s. A copy of a GAD is found in Exhibit
A, attached.

I Letter of Credit is a docunent (SF-1193A) nmaki ng a specified anount
of SAE funds available to each SA authorizing it to withdraw funds fromthe
U S. Treasury Regional Disbursing Ofice as needed within a stated tinme and
for a certain amount for the purpose of imredi ate paynent of allowable costs
incurred in the operation of FNS progran(s). The ampunt of SAE funds made
available to an SA through its LOC is subject to the terns and conditions of
t he GAD.

J SAE Pl an neans the docunent prepared by the SA describing its
plan for meeting its adm nistrative responsibilities under the NSLP, SBP
SMP, CCFP, and FDP in schools and child care institutions as applicable.

K State agency nmeans a State educational agency or other agency of
the State which administers one or nore of the follow ng: NSLP, SBP, SMP
CCFP, or FDP in schools.

Vi OVERVI EW OF THE SAE FUNDS PROCESS

The SAE funds process invol ves several specific activities which may overl ap
but may logically be considered in the followi ng order: allocation of SAE
funds anobng SA's; preparation and approval of the SAE Pl an; preparation and
approval of anmendnents to the SAE Pl an; preparation of the GAD;, reall ocation
of SAE funds; nonitoring SAE grants; and financial reconciliation. Each of

t hese areas is discussed bel ow

A SAE Al location Formula. Each fiscal year CND shall allocate SAE
funds to each SA in accordance with fornmulas prescribed in Section 7 of the
CNA and in section 235.4 of 7 CFR. The SAE allocation | evels determ ned by
these fornulas will be available to the SA's for a 2-year period Al SAE
funds not obligated and expended as of the close of business on Septenber 30
of the 24th nonth of the grant will be deobligated. The anount of the SAE
formula allocation will not . change during the 2-year period of availability
unl ess the SA:

1 Voluntarily returns funds to FNS for reall ocation

2 Recei ves additional SAE funds through the reallocation

3 Agrees to a transfer of funds to another SA within the State;
4 I's granted additional SAE funds for start-up costs incurred

in assum ng administrative responsibility for child nutrition prograns
(except SFSP) fromthe FNSRO or
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5 Fails to conply with the terns of the grant as set forth in
t he GAD.

Refer to section 235.4 of 7 CFR for a description of bow SAE funds are
al | ocated anmong SA' s

B SAE Pl an. By August 15 of each year, each SA shall subnmit to the
FNSRO an SAE Pl an whi ch describes the SA's plan for neeting its
adnmini strative responsibilities for the child nutrition prograns for which it
recei ves SAE funds. The SAE Pl an covers the SA's admi nistrative activities
and anticipated costs for 1 fiscal year

The SAE Plan is a key docunment in determining how funds will be provided to
the SA's. The key features of the Plan are:

1 The SA must have its SAE Pl an approved before it can
receive any current year or carried over SAE funds (except that an advance
may be made at FNSRO s discretion if the Plan has not been approved by the
first day of the grant year).

2 The SAE Plan for a given fiscal year cannot be approved for nore
than the authorized funding | evel. This includes any adjustments to the
al l ocation |l evel s made necessary by changes identified in paragraph A, above.
These adjustnments (reallocation, transfering funds, start-up funds, and
adjustrments for change in adnministering agencies) are discussed in greater
detail in paragraph E and section | X, bel ow.

3 The amount of funds made available to t-he SAinits LOCCis
limted to the approved plan amount. The approved pl an amount incl udes
carryover and current year SAE funds as appropriate. This does not affect
obligation levels on the GAD which are based on the fornmula allocation for
the 2-year grant period.

Addi tional information regarding the SAE Pl an approval process can be found
in the SAE Pl an guidance provided annually by the FNSRO s and CND; the SAE
Managenent System gui dance i ssued by CND;, and paragraphs 235.5(b) and (c) of
7 CFR

C Amendnents to the SAE Plan. The SA can amend the SAE Pl an at any
time during the fiscal year, for up to the anount allocated plus carryover
plus or mnus any adjustnments identified in paragraph A, above. %e SA nust
amend its SAE Plan any tine the actual performance or funding | evels vary
significantly fromwhat is included in the approved SAE Pl an. The SA nust
obtain formal approval fromthe FNSRO for anendments for

1 State or SAE fund decreases which result in significant
decreases in levels of activity in the approved SAE Plan or are so |large as
to suggest that the approved activity level may not be met;
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2 SAE fund increases; or

3 Significant changes in the activities even when there is no
change in funding | evels.

Al'l other anendrments will be reviewed, but do not require FNSRO approval.
For further information about the amendnent process, refer to the SAE Pl an

gui dance provi ded annually by the FNSRO s and CND; the SAE Management System
gui dance issued by the CND, and paragraph 235.5 (c) of 7 CFR

D GAD. A GAD, as it relates to FNS progranms in general and to SAE
in particular, is a specific conmtment of funds, in accordance with the | aw
and applicable child nutrition regulations, linking a | evel of funding on the

part of FNS with a | evel of performance on the part of the grantee. A GAD
shal | be prepared by the FNSRO for each SA receiving SAE funds. The GAD
serves as FNS' obligating docunment to notify the SA of:

1 The total anpunt of SAE funds available to the SA through
the SAE fornula allocation plus or mnus any adjustnents identified in
par agraph A, above.

information is contained in block 6 of Form FNS-495 and identifies the
estimated anmount available to the grantee for the termof the grant.

2 The cunul ative Federal obligation anpbunt. This anount is
the current Federal obligation and the anpbunt available to the SA through the
date on the GAD. (The anpunt of Federal obligations is limted to the anount
apportioned, generally on a quarterly basis, by OVMB.) This information is
contained in block 8 of Form FNS-495. The anpunt in this block and the anpunt
in block 6 of Form FNS-495 will not normally agree until the fourth quarter
of the grant when all funds allocated for the year have been made avail abl e.

3 Information on the terms and conditions of the grant. This
bl ock will identify such things as limtations placed on LOC funding and
refer grantees to other docunents (e.g., the approval letter for the SAE
Pl an(s) or other agreenents with FNS) which detail the conditions under which
the SAE funds will be nade available for paynent. This information is
contained in block 9 of Form FNS-495.

SAE funds are unique in that they are nade available to the SA each year for
2 full years. The fornula allocation is provided through the grant award
process. A 2-year grant is provided identifying the full allocation as
determ ned by the formulas. SA's nust obligate and expend all of the funds
al l ocated which are carried over into the second year of the 2-year grant
bef ore obligating and expendi ng funds provided in the current year grant. In
effect, funds are treated on a first-in, first-out basis.

The fact that the SAE Plan is submitted on an annual basis and grants are
i ssued on a 2-year basis presents a unique funding situation Wile grants
overlap, funding is provided through the LOC contiguously, on an annua
basis. In the
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first year of the grant the LOC is funded up to total obligations provided in
t-he grant. In the second year of the grant, funding through the LOC is based
on the first-in, first-cut principle. Any funds which are not obligated by
the SAin the first year of the grant will be funded in the new year LOC
before funds will be provided in the LOC fromthe new grant. Regardl ess of SA
budget procedures, SA's should obligate all of the carryover before
obligating any funds fromthe current year grant-

The armount avail able through the LOCis always linmted to the current year's
approved plan anmpunt.

Grant funds nust be fully obligated and expended by the SA by Septenber 30 of
the second year of the grant- For exanple, a grant issued Cctober 1, 1986
must be fully obligated and expended by the SA by Septenber 30, 1988. Any
funds remaining in the grant at the end of the second year will be
deobl i gated by FNS

For more information about GAD s and how they relate to SAE funds, refer to
t he SAE Managenent System gui dance issued by the CND. More genera
i nformation about GAD s can be found in FNS Instruction 407-3.

E Real | ocation. The reallocation of SAE funds provides SA' s the
opportunity to request funds in excess of the ampunt of the formula
al l ocation plus carryover, or to return funds they will not use. Only one

reallocation is anticipated each fiscal year. By May 1, each SA rnust submit
to the FNSRO Form FNS-525 on the status of SAE funds.

Real | ocation requests are approved contingent on adequate justification
provided by the SA to support the need for the additional funds and on the
availability of funds for reallocation. An approved request is considered an
amendnment to the SAE Plan for the year in which the SAE funds will be
obl i gat ed

During the reallocation, SA's may also return funds which they will not use.
In such cases, the Form FNS-525 and acconpanyi ng docunentation i s consi dered
t he amendnent to the SAE Plan. No formal SAE Pl an approval is necessary for
returns of funds unless it significantly decreases the approved plan anount
or approved |level of activity.

Further information about the reallocation process and rel ated amendnents to
the SAE Plan can be found in the SAE Managenent System gui dance issued by
CND, the Real |l ocation guidance issued annually by CND and the FNSRO s, and
par agraph 235.5(d) of 7 CFR

F Monitoring of the SAE Gant. The FNSRO s and CND nonitor SAE
funds beginning at the time the SAE Plan is approved and conti nui ng through
at least the second year of the grant. Thus, as the grant periods for the SAE
grants overlap, and funds fromgrants active in any given fiscal year may be
i ncluded in the
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current approved SAE Pl an, nonitoring becomes an ongoing effort. Formal
nmonitoring efforts include ME's and assessments made under the SAE Managenent
System Refer to ME guidance provided annually by the CND and the SAE
Managenent System gui dance i ssued by CND and section 235.8 of 7 CFR for nore
i nfornati on about the nmonitoring of SAE funds.

G Fi nanci al Reconciliation (Coseout). SAE funds are closed cut at
the end of the second year of the grant. The FNSRO s and Accounting Division
may close out the SAE grant earlier if all of the SAE funds in the 2-year
grant have been expended. For further information refer to FNS Instruction
407-3 and FNS Program Accounti ng System Procedures, PAS-670, PAS-671, and
PAS- 674.

VI | ALLOMBLE AND UNALLOMBLE COSTS

A CGeneral Statement on All owable Costs. SAE funds may be used for
adm ni strative expenditures for the NSLP, SBP, SMP, and CCFP, as well as for
t he FDP when funds cover any of these programs. Up to 10 percent of SAE funds
may be transferred to cover admnistrative costs incurred for the SFSP. Funds
may be transferred between SA's within the same State as discussed in section
| X A, bel ow

Admi ni strative costs charged to the SAE yfant nust be "administrative" as

di scussed in section 235.6 of 7 CFR, "all owabl e* as defined under OVB
Crcular A-87 (Revised), Attachment B (sections B and C); and consistent with
the SA's SAE Plan. Costs, identified in OMB Circul ar A-87 (Revised) as

all owabl e only with prior approval, must be identified and explained in the
SAE Pl an. Approval of the SAE Plan constitutes the prior approval cited
above. For nmore information on allowable costs consult the SAE Pl an gui dance
i ssued annually by CND and FNSRO s; OMB Circul ar A-87 (Revised), Attachment

B; and 7 CFR Part 3015, Subpart T.

B Expanded Policy on Sone Specific Allowable Cost |Issues. Sone
areas of allowable costs have rai sed frequent questions, These areas,
descri bed bel ow, include the use of SAE funds for travel, food distribution
and data processing.

1 Use of SAE Funds To Support Personnel Travel. GCenerally
only travel expenses for SA | evel personnel may be supported by SAE funds.
There are, however, two notable exceptions to this policy. One exception
aut hori zed by paragraph 210.27 (g) of 7 CFR allows SA' s to use SAE funds for
justified travel expenses incurred for, or by, the State Food Distribution
Advi sory Council. The second exception allows SA's to use SAE funds to cover
travel expenses for |ocal personnel under limted circunstances as specified
bel ow.

VWhen an SA authorizes | ocal personnel to act on its behalf in the performance
of a service which is nornmally an SA responsibility, the State may reasonably
extend the use of SAE funds to cover the expenses incurred by |ocal personne
in the perfornance of that service. For exanple, a State nmay enlist |oca
personnel to conduct a procurenment workshop for |ocal managers, or

partici pate on a panel which is intended to help | ocal personnel inprove
their food service operations. Any
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trai ning needed to prepare |ocal personnel to act on behalf of the SA may
al so, at the SA's discretion, be considered a conponent of the expenses
incurred in the performance of an SA responsibility. As such, SAE funds may
be used for local and SA personnel 'to cover the travel costs incurred for
all such training.

States nay not, however, extend the use of SAE funds to cover travel, food,
or | odgi ng expenses of |ocal personnel who attend or participate in, but are
not actively conducting on behalf of the SA, a workshop, training session
etc., regardless of whether it is held in-State or cut-of-State- Even though
such | ocal personnel may make a contributi on based on their know edge or
experience, they are only incidentally assisting the State, and therefore,
their expenses may not be viewed as the State's expenses.

2 Use of SAE Funds by Distributing Agencies. Due to wide
variances in the degree of adninistrative and operational responsibilities
assuned by the State distributing agencies for these prograns, FNS all ows
some flexibility in the use of SAE funds by distributing agencies. That is,
FNS permits the use of SAE funds by distributing agencies for costs which
woul d not ot herw se be considered adm ni strative. The expectation in regard
to State distributing agency use of SAE funds is that genuine program
i nprovenents should result; and the SAE funds are not to be used to suppl ant
State funds. The FNSRO s shall work with the States to determine if their
proposed expenditures will have maxi muminpact in contributing to overal
program objectives. In addition to those costs normally identified as
al | owabl e SAE admini strative costs, the followi ng expenditures are allowabl e
adm ni strative costs for distributing agencies:

a The | easing of additional space for offices or for
war ehousi ng of commpdities at the State |evel.

b The procurenent or rental of equiprment for use in the
admi ni stration or operation of the program Such equi pnent
may include lift trucks or other vehicles used for

di stributing food or conducting reviews of the program

c The mai ntenance of equi pnent used in the
ad-mini stration or operation of the program

d The conputerization of food allocations and

i nventories. Refer to subparagraphs 3 and 4, below, for
specific information on the linitations and approva

requi renents when using SAE for ADP services and equi pnent.

3 Use of SAE Funds for ADP Services and Equi prent. The cost
of routine ongoing usage of existing ADP services that support the SA' s
di scharge of its responsibilities under its agreenent with FNS is all owabl e.
Such services include automated computation of clains data fromloca
entities; per neal costs under
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the SBP or CCFP and the food inventories and allocations under the FDP; the
conput eri zed anal ysis of program beneficiary participation data; and the
paynment of |ocal entities' clains for reinbursenent. The foll owi ng conditions
apply:

a SA's may charge the use of existing SA owned ADP

equi prent to the SAE grant in accordance with OMB Circul ar

A-87 (Revised), Attachment B, paragraph B.11.

b SA' s nmust obtain approval fromthe FNSRO prior to
State actions to acquire ADP equi pnent in whole or in part
wi th SAE funds. For ADP equi pnent with costs up to

$100, 000, this approval requirenment is satisfied by the
approval of the SAE Plan. The SAE Pl an requires that the SA
identify and support by witten justification all planned
ADP costs. For ADP costs between $25,000 and $100, 000, the
SA shoul d include with the SAE Pl an the Request for
Proposal , contract or service agreenents, and ot her
docunents requested by the FNSRO, with the SAE Plan or as
soon as possible thereafter. For ADP costs which the SA
anticipates will total $100,000 or nore in Federal and
State funds over a 12-month period, or $200,000 or nore in
Federal and State funds for the total acquisition, the SA
must submit an Advance Pl anni ng Docunent to the FNSRO

The Advance Pl anni ng Docunment may be submitted in
conjunction with prior to subm ssion of the SAE Plan or any
amendnment to the SAE Plan. For information on preparing an
Advance Pl anni ng Docunent, SA's should refer to FNS
Handbook 151, ADP Advance Pl anni ng Docunent Handbook f or
State Agencies. |In particular, section 440 and Exhibit A of
t he Handbook define and provi de guidelines for preparing an
Advance Pl anni ng Docunent.

4 Use of SAE Funds To Purchase ADP Software. The distinction
between State and | ocal |evel responsibilities and costs has becone | ess
clear with the advent of ADP. For exanple, a State is dependent on |oca
entities for tinely and accurate data needed to meet Federal reporting
requi renents, thus raising questions about the Iimts on the use of SAE to
devel op and/ or purchase software for use by State and/or local entities. It
is recognized that the use of the sane software by all |ocal agencies wll
standardi ze child nutrition reporting or other designated child nutrition
activities at the State level, and thereby inprove SA adm nistration. Thus,
the following criteria have been established.

The cost of devel opi ng and/ or purchasing software is an allowabl e SAE cost if the:

a Software is used to inmprove the administration of the
child nutrition prograns, and

b SA either:

(1) Uses the software for its own purpose, or
(2) Pays for the devel opnent of the software,
distributes it to | ocal agencies, and requires the
| ocal agencies to use it.
Page 10
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For exanple, if an SA coordinates with a private conmpany to devel op a uniform
sof t ware package but then requires the |local agencies to purchase the
software fromthe company, the devel opmental costs are allowabl e SAE costs,
but the reproduction and distribution costs are not.

5 Use of SAE for NETP. SAE funds may be used in support of
all State-level NETP activities, except teacher training. The NETP, with the
pur pose of providing nutrition information to children participating in the
child nutrition programs, is essentially a support programfor the child
nutrition progranms. SAE funds may thus be used to pay for the salaries of the
NETP coordinator, as well as to provide support services to the child
nutrition progranms in the areas of training for food service personnel and
nutrition education for children. Al uses of SAE funds rmust be for State-
| evel administrative costs in accordance with 7 CFR Part 235.

6 Use of SAE for Building Repairs. The cost of building
repairs or inprovenents at the State level is allowable only with approval by
the FNSRO. Since such costs are not usually considered admnistrative costs,
the SA must show that the cost is a legitimte administrative cost chargeable
to SAE. FNSRO s shall approve such costs on a case-by-case basis.

C Unal | onabl e SAE Costs. The following itens of cost are
unal | onabl e costs for SAE funds. Some of these may be all owabl e under other
programs, while others are unallowabl e costs which have been defined
specifically with regard to SAE

1 Conti ngency Funds. Contributions to a contingency reserve
or other provision for unforeseen events are unall owabl e.

2 Expenses of Ceneral Governnent. Under the regul ations, SAE
funds may be used only for t-he child nutrition prograns for which SAE funds
are nade avail able. Thus, costs which the State governnent woul d have
i ncurred had no Federal grants for the child nutrition progranms been provided
to it are unallowabl e because they cannot be attributed to the administration
of child nutrition prograns. Exanples of these unall owabl e SAE costs include
sal ari es and expenses of the Governor and State |egislature.

3 Forei gn Travel.

4 Real Property. The outright purchase of |and or buil dings
from SAE funds is unal |l owabl e.

5 O her Unal |l owabl e Costs. OWB Circular A-87 (Revised),
Attachnent B, section D Ilists other unall owabl e costs.
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VI11 SFR ( MAI NTENANCE OF EFFORT)

A CGeneral . Each fiscal year, each State must expend for
adm ni stration of the NSLP, SBP, SMP and CCFP, as applicable, the anount of
funds from State sources required in section 235.11 of 7 CFP, By law, this
SFR applies to the State as a whole. Funds from State sources used by any or
all of the SA's in the State to administer the NSLP, SBP, SMP, and CCFP nay
be counted toward the SFR

A State which does not neet the SFR loses its right to SAE funds. If the
FNSRO determines that a State will definitely not neet the SFR for the
current fiscal year, the FNSRO shall w thdraw all unexpended SAE funds

available to the State. Also, if a State indicates that it will definitely
not nmeet the SFR for a subsequent fiscal year, the FNSRO shall not rel ease
any of that allocation to that State until it does so. These are exanpl es of

extreme instances which would probably only occur if a State intentionally
did not appropriate sufficient funds to neet the SFR

It is nore likely that the FNSRO or CND woul d identify a State's failure to
neet the SFR during the subsequent fiscal year when the expenditures data is
revi ewed. The FNSRO shall notify such a State which according to reporting
records, does not neet the SFR and provide the State the opportunity to
review its records for omissions and revise its reports as necessary. If the
FNSRO confirms that the State did not neet the SFR, it shall inpose a
sanction and negotiate the anmount and the nethod of repayment of SAE funds.
The FNSRO shall evaluate the State's ability to neet the SFR for the current
and future fiscal years, and if necessary, encourage the State to take
corrective action and/or w thdraw SAE funds as di scussed above

B Funds Wii ch May Be Counted Towards Meeting the SFR Only State
revenues used for the administration of the NSLP, SBP, SMP and CCFP are
countable toward neeting the SFR By limting the requirenment to State
revenues, the CNA excludes all other funding sources such as in-kind
contributions and i ncone generated by the program (e.g., assessnent fees and
cont ai ner salvage fund incone) from being counted toward this requirenent.
This is based on definitions provided by 7 CFR Part 3015, Appendix A.

To be counted toward the SFR, expenditures of funds from State revenues nust
be made for allowabl e adm nistrative costs as di scussed under section VII,
above. Such costs will be included in the SAE Pl an di scussed in section VI,
above.

Further information on what funds can be counted towards neeting the SFR can
be obtained fromOwWB Circular A-102 (Revised), Attachnments F and G and 7 CFR
Part 3015, Subparts G and H

C Reporting and Docunentation. To enable the FNSRO s and CAD to
nmoni tor the SFR, SA's shall report outlays and unliqui dated obli gations
attributed to State revenue sources for the administration of the NSLP, SBP
SMP, and CCFP, on
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a quarterly basis on the SF-269. Specifically, these data are reported an
line "f" (Non-Federal share of outlays) and line "i" (Non-Federal share of
unl i qui dated obligations) under colum 11 (SAE) for each quarter. A copy of
the SF-269 is included in Exhibit B, attached.

The FNSRO and CND shall nonitor the ampbunt of State revenue reported an the
fourth quarter and all subsequent SF-269's to determne if it is sufficient
to neet the SFR The FNSRO and CND shall conpare both line "f" and the sum of
line "f" and Iine "i" with the established SFR | evel. Since conpliance wth
this requirement is based on State revenues "expened," the amount reported on
line "f" must ultinately be equal to or greater than the SFR level. If, for
the report being nonitored, Iline "f" is |less than the SFR | evel, then the
FNSRO and CND shall add line "i" to line "f" to deternmine if the State has
set aside sufficient funds to neet the SFR, The FNSRO and CND must nonitor
the SFR until line "f" is sufficient to neet the SFR If a State has nore
than one SA expending State revenues for child nutrition prograns, the FNSRO
and CND shal |l conpare the sumof the data reported by all such SA's to the
SFR. SA's shall maintain appropriate docunentation to denonstrate that the
SFR has been satisfied.

The SA's should consult OMB Circular A-102 (Revised), Attachnment G and 7 CFR
Part 3015, Subpart H for nmore information on how to docunent expenditures of
funds from State revenues to neet the SFR

I X SPECI AL FUNDI NG | SSUES

A Transferring Funds. States may transfer SAE funds during the
first year of the Grant ampung SA's currently receiving SAE funds within the
State. Such a transfer requires agreenment anong the affected SA's as well as
FNSRO approval. The FNSRO nust notify CND of the transfer. The amount of
funds which an SA may transfer is limted only by the ampunt of funds
available to the SA transferring the funds. A transfer of funds during the
second year of the SAE Grant (i.e., carryover) requires the prior
notification and concurrence of the CND

The aut horized funding |l evels for each SAwill be revised when the transfer
is conplete. SA's nay have to anend their current or follow ng fiscal year
SAE Plans to reflect the transfer of funds. For exanple, the recipient SA
must amend its SAE Plan if it expects to use the transferred furore during
the current fiscal year. Simlarly, if it intends to use transferred funds
during the following fiscal year, it must incorporate this into, or anend,
next year's plan. The donor SA nust amend its SAE Plan only if the transfer
significantly affects the budget or activity levels of its current SAE Pl an
Further information about the anendment process is found in the SAE Pl an
CGui dance, SAE Managenent System gui dance, and the 7 CFR Part 235.

The FNSRO s shall review and approve the revised SAE Pl ans, as appropriate,

and change the SA's GAD' s, LOC s, etc, accordingly.
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B Start-Up Funds. An SA nay receive a negotiated anpbunt of between
$10, 000 and $100, 000 when it assunes adm nistrative responsibility for child
nutrition progranms (except the SFSP) currently adm nistered by FNS. The exact
amount of the start-up assistance is negotiated with the SA by the Regiona
Admi ni strator. The follow ng factors should be considered in negotiations:

1 The size and administrative conplexity of t-he prograns
bei ng taken back

2 The ability of the SA to incorporate t-he new program
responsibilities into existing systens or the need to devel op new systens;
and

3 The size and nunber of progranms assuned relative to those
remai ni ng under FNS

The $100,000 limt applies to each adjustnent nade for start-up costs.
However, no State may receive nore than $100,000 for such adjustnents in any
fiscal year.

C Adj ust ments for Change in Adm nistering Agencies. Should an SA's
program adm nistrative responsibilities change during a fiscal year, the CND
shal | prorate accordingly the amount of SAE funds the SA receives. For
exanpl e, an SA which assunes additional program adm nistrative
responsibilities as of July 1 of a given fiscal year will receive an
addi ti onal anpbunt of SAE funds equal to one-fourth of the additional SAE
funds the SA woul d have received had it adm nistered the program(s) for the
entire fiscal year. Simlarly the CND shall make a downward adjustment to the
amount of SAE an SA receives if it turns program adm nistrative
responsibilities over to another SA. The SA nust amend its SAE Pl an or submt
an original, as applicable, to reflect the change in activities due to the
change in program adninistrative responsibilities.

X SUBJECT AREAS DI SCUSSED | N OTHER SOURCES

A Accountability. SA's shall maintain a systemof financia
managenent that nmeets the requirenments of OMB Circular A-102 (Revised),
Attachnment G and paragraphs 235.7(a) and (b) of 7 CFR

B Apportionments. FNS Instruction 432-1, Uniform State Allocation
System for FNS Grant Prograns, describes the funds allocation process for the
orderly distribution of grant funds followi ng the recei pt of approved
apportionnments of appropriations.

C Fi scal Sanctions. Refer to section 235.11 of 7 CFR
D Procurenent Requirenents. All procurenments of supplies,
equi prent

and other services carried out by the SA with SAE funds shall be carried out
in accordance with the requirements of OMB Circular A-102 (Revised),
Attachment G 7 CFR Part 3015, Subpart S; and section 235.9 of 7 CFR, as
appl i cabl e.
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Xl OVB APPROVAL

The reporting and/or recordkeeping requirenments contained herein have been
approved by OMB in accordance with the Paperwork Reduction Act of 1980.

GEORGE A BRALEY : ?f:

Deputy Administrator
for Special Nutrition Programs

Attachnents
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FNS INSTRUCTION 781-2
EXHIBIT A

EXAMPLE OF FORM FNS-495

ik DEIFASTMENT OF AGEICULTVAR
S000 AND NUTRTION SERVICE

GRANT AWARD DOCUMENT

FNS Insouction 407.3

-1 GRANTOR AGENCY:
FOOD AND NUTRITION SERVICE

2 APPROPRIATION

3 GRANTEE ORGANIZATION (NAMEK/ADORESS)

m.GRANT AWARD DOC. NO. rh. AMENDMENT NO.

7. GRANT PERIOD: FROM

4. TITLE OF GRANT

e —————————————————
6 ESTIMATED TOTAL GRANT AWARD

PREVIOUS LEVEL $
INCREASE (DECREASE)S

THRU CURRENT LEVEL 3
3. FEDERAL GRANT OBLIGATION(SY;
PROGRAM PREVIOUS LEVEL (DECREASE) CURRENT LEVEL
$ s
[
%@%@\N\E

TOTAL |
9. SPRECIAL INETRUCTIONS/COMMEN TS
18. AUTHORIZATION
ALLOWANCE HOLDER (DRSIGNKR) SINATURE

EFPECTIVE DATE TRLEFHNONE NO.

FORM PNS-#S (134D
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EXHIBIT B
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